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COmmiSSiol l~  

MARCIA WEEKS ~~~~~~~~ co@r*rsL 

TN T€E MATER OF THE COMPETITION IN ) DOCKET NO. U-0000-94-165 
THEi PTKOVISION OF ELECTRIC SERVICES ) 
THROUGHOUT THE STATE OF ARIZONA ) EXCEPTION TO PROPOSED 

) ORDERADOP"INGRULE!3 
) 0NELEcTRIcINDosTRY- 
) RESTT1UCTURlING t4 4; 

The Internaaional Btatheshood of ElectriCat W o k  represents 8,000 works in the 
State of Arizona I.B.E,W. members are employed in physical, technical, clerical and 
adrninistrptivepositians,manybearingfrooltlincrespons;~iiuthe~andreliable 
operation and maintenance of decbic generating units, tsansmission lines, networks, and 
ebtncal distrJ'bution systems throughout the State. In addition, 3000 X.B.E.W. 
represented workers are employed by Contractors praviding c o ~ c t i o n  and maintenance 
sewices to the industry. All 8,000 members and their ftrmilies rn co-s, dependent 
on clean, safe, afhrdablle and reliable electrical power in every aspect oftheir work and 
personal lives. 

Our members and their Wes haveavital interest in this prowding. As employees and 
co- w are geminely concerned with ami acti-irely invoivcd m State regulatory 
aethity, as the d d c  power idustxy undergoes various shifts, changing f?om a highly 
reguIated end relatively stable inb t ry ,  to a m r e  & d e d  and Oompetiriveone. Our 
members understaad that w e  is inevitable, and neither they nor the I.B.E.W. oppose 
theintroductr 'on of necessary a.encies to a mre wxnpetih environment. We are 
Serio~sly ~ 0 n - d  ~OWWH, with key p~rtion~ ofthe proposed rules R-14-Z-16OI and 
R-14-2-1615, regarding the Introduction of Retail Electric competition to the State of 
Arizona 

R-14-2-1607 Recovery O f  Stranded Costs Of A E d  UtilitieS 

Tbe I.B.E.W. bdieves that the transition to a competitive dectric utility industry will result 
in Stranded €0- and Stranded &-ts and that some rneuhgfbl action must be 
taken to address this issue. UWes have bested m peathgptantsbecause they had an 
obligation to provide dd Service, idudhg a margin of reliable power r e s ~ ~ e s  to 
customers who could not leave the system. Ifthere is a change to the competitive 
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emrironment where CuStoMefs have a c h o i  theUtilities h a .  a right to some 
compensation for assets that are no longer comptithe with newer plants built by power 
genenrtors (which have no real regulatory obligation to consumers). 

W e  often overIooked stakeholders other than investors have similar “investmerrts” and 
deserve compensrrtion, the workers who entered and stayed in the Utility labor fixe 
believing that once built, Powepplants and Transmkion/Distribution systems would 
continue to be operaxed until they were obsolem Now, through no lack of diligent 
pertbrmancc or fault of their own, these exnpioyees hce job extinction. Any plan whioh 
provides for Utility Stranded ‘LImrestment’~ST consider these workers investments as 
well. 

The I.B.E.W. suggests this can be done in the following ways: 

Fint Rccovay of Stranded Costs should not be an incentive fbr premrrture abdommt 
of~~~operadoggeneratkrgplants,wfiich.msybematginallyhightrcostyroducers 
primarily as a r d  ofcapital costs. The potential fbr urmcessary displacement and 
reconstnrction of generating fkilities is many billions of dollars, most of which will. 
ultimately be shouldwed by co-. Utilities which receive payments for stranded 
costs should be coinpelled to utilize these funds to write down the capital costs of existkg 
generating plants, so that these plants can continue to operate and be economicalty 
compet‘rtive in the marketplace. otherwise, M i  good assets will be abandoned solely 
to construct new u~~ecessa~y plants. 

Second, a portion of any moneys received by Utilities fix Stranded assets should be 
required to be used k r  the com@on, rmtwtmng ofjobs and retraining or re 

careex decisions on a bighet kvd of industry sltabity. Considerations must be given 
equally to woxkcrs, as well as investors who mad0 decisions based on reasonable 

~ ~ o ~ ~ ~ f o r s t r e n d e d w o ~ w b o b a v e b a s e d i m p o r t a n t p e K o n a l a n d  

expectations gwerned by requiremenis fbr a more fully &adused . in8ustry. 

Third, downsizing work st&, dosing service centers and the job loss that results &om 
thesemoves, can have signiiicant eftkctsonthe taxbase and social stability ofa 
community. Entities should be required to submit economic impact statements in which 
they acknowledge and take stock of the impact oftheir projected actious ou the 
commw. In addition, they must detail the steps they are committed to take to mitigate 
those impacts. For aarnpk entities chiming cost savinp;S through personal reductions 
must assess the impact ofjob loss on the cxmmmty ‘ . haddition,theymustconsider 
knptementins retrainiag or relodon programs and sweramx packages to &@e those 

totheitawnbalancesbeets. 

The firhue for Quality employment prospects is bleak fbr the entire idustry and for the 
SXMMunities that have beneditai fiom the employment provided by Utility fidities. These 

impacts to the connnunity at Iargc and they must $ccau;ITt for the costs ofthese programs 
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developments are bemg driven by au ummrauted sense of immediacy, prevalent in 
restxumdebates. 

The I.B.E.W. opposes the mELndating of c~mpetition which simply enriches one small 
segment of America’s cmmmers - large industry - at the expense of the vast majority of 
small busiaesses and residential amsumen. The I.B,E.W. urges the Arizona Corporation 
Conmission to cobsider tbat competition in an industry as vital as eIe&city must be 

;introduced carefirlly and judiciously, lest, well meaning initiatives result in irreparable 

The I.B.E.W.’s interest is not solely the protection of its members jobs, we share the 
concemthatthircountrymust continueto develop abeahhy and prosperous econ~my; 
kause of the size an$ importance of the el& utility indus#y, atxi the d4 policy 
qUCSt iOQSthat~Si~changerest ructunng ’ ,raisesforsociety. Theindustryshould 
not be restructured or deregulated to an inaw of low paying jobs in other 
industricsatthe~ofmeanimgfuljobs Tbe State Of AYbM already 
sufkriq from the loss ofwd paying quatity jobs of the type the Utility industry once 
b e l i d  necessary to assure r$iable, safb supply of electric power. It is also important, 
that the dollars Arizonan’s haw spent on asswing clean supplies of electricjty dong with 
diveaxe use offuel sources tbr power peration are not wasted. 

Rule R-14-21613 Subgroups D.F.J.R and L. 

A k d a m e r d  issue in evaluating the proposed rule, must be, WhethertheUtilitywill be 
able to provide the community Fvith reliable service. And, them is no question that as 
Utilities &yon staftins amounts as thebasis for cutting costs, theirabiito continue to 
provide such d c e  will &. The I.B.E.W.’s amcerns in this regard, stem &om first 
hand obse~~atiioas of trends b the industry and the si@caat problems steaming h m  
tllese trends. 

In casc after case, EfectricU-inthis country are achievirgcost savings by- 
insigdicant dowmbing. It isimportant to note inthis regard, that utilities engaging in 
downskingarenot elaimingthattechnologicalchangehasreddtheirperso~needs, 
nor are they aecessarily claiming &- of scale; they are simply laying off employees. 

What our lllembers are seeing, is that asthe workfbm shrinks, so does the Quality of 
Service being provided to the public. On the one hand, as the Utilities make due with 
fkwer employees, the pressure on the r d n g  employees increases brastically. On the 

part, this trandates into less attedonbehg paid to routine maintenance, With formerly 

postponed until problems actuaHy arise When actually facsd with labor shortages, that is, 
when there is work that simp& cannot be put OR the remain@ worldorce cannot meet 
the d d .  The Utilities a 0  incmsh& relying on iudmdent contractors to provide 
employees on an ad hoc basis. These contract employees lack the skill and experience 

other hand, tasks that canbe delayed are being gives lower and lower pzioxity. In large 

~~inspections~~~ovc?rlongesperiodsofti~,andothertasksbeing 
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possessed by the Utilities long term employees. Moreover, there is no assurance that in a 
time of need (for example, dwing a severe starm season or snowstorm) the Ut&y will be 
able to locate  ont tractors that can quickly provide employees in the numbers and with the 
skills required. 

Reducing personnel costs may yield short term mvings, but m the long term, it simply 
leads to increased costs and greatly decreased reliability. Simply put, a woddbrce that is 
cut to the bone, reduced to a level where it can cope only with 0rciirm-y day to day 

*++perations, m o t  k expected to keep the utility runqing in emergencies or othw 
situations of increased demand. And, it is when these emergency Situations occur that the 
pubh most needs to be able to rely on the public utilities Service. 

In previous timeS, the industry set its ownperfbrmaoce standards and shared infonnati04 
this enabled Utilities to assess ajurisdictians power needs through reliability councils. In 
traudorming tkmsdvw into competitoq thesc companies are losing both their interest, 
and abilityto share thisinfbdonand to engage in any sort of selfreguhtion. As the 
volurrtary industry MBchBp1sm . for assuring relddity is breaking down, the Arizona 
Corporation colnmission must Sn tbe void. 

In order fix the Commission to evaluate the systems ability to serve the community, the 
Arizona Corporation Commission should require aU entities to detail how they propose to 
assure capacity and r m e s .  Morwver, the Cammission should condition its acceptaflce 
on the requirement ?&at the &ty make periodic compliaace figs, in order to 
demonstrate that it is adhering to the pSans on which the approval was premised. 

1 

Competition can d d c a l i y  and 8dvers$y a&ct Service quality, reliability and safety, 
which in the electric utility industqr, would lead to substantial economic hann to all. 
Conpition should d y  be implemented in a m m e r  inwhich all customas benefit and 
senice qusfity and reliability are not degraded. Safbty and Reliability of the electric 
system should be protected through standards prodgated d &rad by regulators. 
Ferformance~rcgulatorymcchaDlsms ' , should provide measurements and incentives 
for true eflitimcies, not merely cuts in staffor lev& of service. 

Competition in the electric utility industry is proceeding already, but, should not be 
speeded up to outpace the more rtasonable inteations which motivate the need f i r  
restmdmn g. W h o l e s a l e c o ~ o n h a s o n l y r e c e n t t y b e e n ~ d n o w ~ e  
naar enoughtimehas elapsed to allow us to lam its lessons and solve the inevitable 
problems. Reliable, &miable aud saj3 etedric pawer supply is fundamental to the 
economic and socia fkbric of the State of Arizona. The proposed Rule must not be 
implewnted precipitouslyy risking the present level of industry perhrmmce. 

The most important andleast acknowledged fract intbis debar6 is that most ofthe societal 
benc?fits of competition can probably be acbievedthroughwtxolesale competition which is 
already underway. As dratteq the proposed Rules leave large gaps with the intent of 
6 l h g  in the blanks st some later date. From labors vantage point, this is avery risky 
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venture; to manyissuesremain uIues0Ivel.i. when live- standards ofti* and the 

'-0%'' that is ail that is in place. 

safety of c o d e s  lay at stake, the LB.E.W. mwt once again, voice opposition to the 
proposed Rules as writtea Although the Commission staffhas CollStNcted a 

We feel strongly, that the above issues must be resolved prior to adoption of the proposed 
Rules and we ask the Ariuma Corporation Commission and S a  to Conside the fbll 
dcationoftheproposedRulesaswritten. 

'5 1 . DockCtComd 
ArizonaCorpOration Cornmission 
1200 west Washington 
Phoenix, AZ 85007 

I 

The State of Arizona has the opportunityto be a model for other states moving towards a 
deregulated enuironment, but, only ifdone propdy. The unresolved issues and concems 
mustbe addressed prior to adoption; this will not delay the timetable set firth, o e  the 
adoption of the Rules as written. Ifthese issues are not addresd prior to adoptio~, then 
the State of Arizo rmdbe  a modcl, but, not a model of compr not a d e l  
ofeiiiciency, not a d e l  ofconsensw m o a  w o l d e n  miZZZofci-tivfinitive 
Rules for a safe and reliable&ture. The State ofArizona will be a model for Rule 
adoptioq without regard to the inevitabIe co~lsequences and a model of short sightedness, 
backed by persod gainS. 

We ask & Commission to vote no, and allow the ?kamework'' to become the '%uildhg", 
abuiIdingtbatbePRfitsthecitizensofArizona 

i I RESPECTFULLY SUBMITTED this 20th day of December, 19%. 

3"ATIONALBROT"OOD OF ELECTRICAL 
WORKERS LOCAL UNION #1116 

BwieessManager/Fi~Secretaty 
InternatiOnai Brotherhood of Electrical 
Workers Local Union #1116 
750 S. TucsonBlvd. 
Tucson, AZ 85716 



Copies fo the foregomg mailed 
this 20th day of December, 1996, to: 

Renz D. J&p, chairman 
Marcia Weeks, Commissioner 

1200 West Washington Street 
Phoenix, Arizona 85007 

carlJ.Kunasek,cammwl - 'oms 


